"Recent years have seen unprecedented public interest in the stock market, but there is a tendency for investors to concentrate on recent U.S. stock market performance. Progress in understanding financial markets requires a much longer timeframe and a global perspective. This book presents and analyzes data from many countries in a simple, standardized way that makes comparisons easy. It makes a number of extremely important points and goes well beyond simple summaries of average returns and historical volatilities to look at such issues as seasonality and industrial structure." -John Campbell, Harvard University "This will become the definitive empirical basis for analysis of the world's capital markets over the twentieth century. It is an important work of scholarship; no one else has calculated the equity premium of a large number of countries over the long term. In doing so, the book contributes to the very lively debate on the magnitude of the equity premium and will make a splash." -William Goetzmann, Yale University An optimist, observed Archie the cockroach, is someone who never had much experience. The authors extend our experience across regions and across time. They present a comprehensive analysis of investment returns for the five main asset categories spanning four continents and sixteen countries from the end of the nineteenth century to the beginning of the twenty-first. They provide the first complete record of the total returns on equities, bonds, bills, currencies, and inflation, estimated on a consistent basis for all markets.
Crucially, the authors analyze total returns, including reinvested income. Because the level of dividend income differs across markets, this is the only way to make meaningful comparisons across countries. The authors show that some historical indices overstate long-term performance because they are contaminated by survivorship bias. Where necessary, they assemble new, authoritative stock market indices. They find that long-term stock returns are in most countries seriously overestimated because of a focus on periods that with hindsight are known to have been successful. They overcome this bias by using over a century of data for every country.
This book provides the first comprehensive evidence, from around the world, on the long-term equity risk premium-the reward for bearing the risk of common stocks. The authors reveal whether the United States and United Kingdom have had unusually high stock market returns compared to other countries, and they present a wealth of rich empirical data for all countries in a simple, standardized way that makes comparison easy.
Triumph of the Optimists is required reading for investment professionals and serious private investors as well as anyone with an interest in finance, economics, or business. It will be the definitive reference in the field and consulted for years to come.
